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(a) Act 

42( 

to 

INTRODUCTION 

GENERAL PROVISIONS 

10 PURPOSE 

The purpose of these principles is to comply with Section 1902(13) (A) of the Social Security and the 
Rules and Regulations published thereunder(42 CFR Part 447), namely: to provide for payment of nursing care 
facility services (provided under Maine's Medicaid Program in accordancewith Title XIX of the Social Security 
Act) through the useof rates whichare reasonable and adequate to meet the costs which mustbe incurred by 
efficiently and economically operated facilities in conformity within order to provide care and services 
applicable State and Federal laws, regulations, and quality and safety standards. These principles incorporate 
the requirements concerning nursing home reform provisions set forth by the Omnibus Budget and 
Reconciliation Actof 1987 (OBRA '87). Accordingly, these rates take into account the costs of services 
required to attainor maintain the highest practicable physical, mental, and psychosocial well beingof each 
Medicaid resident. 

11 AUTHORITY 

The Authorityof the Departmentof Human Servicesto accept and administer any funds which may be available 
from private, local, Stateor Federal sources for the provisionof the services setforth in the Principlesof 
Reimbursement is established in Title 22 of the Maine revised Statutes Annotated, Section10 and 12. The 
regulations themselvesare issued pursuant to authority granted to the Departmentof Human Services by Title 
22 of the Maine Revised Statutes Annotated Section 1). 

12 GENERAL DESCRIPTIONOF THE RATE SETTING SYSTEM 

A prospective case mix payment system for nursing facilities is established by these rules in which the payment 
rate for servicesis set in advanceof the actual provision of those services.The rate is establishedin a two step 
process. In the first step, a facility's base year cost reportis reviewed to extract those costs which are allowable 
costs. A facility's costs may fall into an allowable cost category, but be determined unallowable because they 
exceed certain limitations. Once allowable costs have been determined and separatedinto hthree 
components - direct- routine and fixed costs, the second stepis accomplished in which the costs which 
must be incurredby an efficiently and economically operated facility are identified. 

13 EFFECTIVE DATE 

These principles apply to reimbursement for all nursing facility services occurring onor after July1,2000. 

14 REQUIREMENTS FOR PARTICIPATIONIN MEDICAID PROGRAM 

14.1Nursing facilities must satisfyall of the following prerequisites in order be reimbursed for care provided 
to Medicaid recipients: 
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residential 

14.11 be licensed andcertified by the Maine Department of Humanservices pursuant to Title 22, Section 
18 1 1 and 42 CFR, Part 442, Subpart C, and 

14.12 have a provider Agreement with the Department of Human Services,as required by 42 CFR, Part 
442, Subpart B. 

14.2 Medicaid payments shall not bemade to any facility that fails to meet all the requirementsof Subsection 
14.1. 

15 RESPONSIBILITIESOF OWNERS OR OPERATORS 

The ownersor operators of a nursing facility shall prudently manage and operate a health care 
program of adequate quality to meet its residents' needs. Neither the issuanceof a per diem rate, nor final orders 
made by the Commissioner or operator ofor a duly authorized representative shall in any way relieve the owner 
a nursing facility from full responsibility for compliance with the requirements and standardsof the Department 
of HumanServices or Federal requirements and standards. 

16 DUTIES OF THE OWNER OR OPERATOR 

In order to qualify for Medicaid reimbursement the owneror operator of a nursing facility,or a duly authorized 
representative shall: 

16.1 Comply with the provisionsof sections 15 and 16 and this section setting forth the requirements for 
participation in the Medicaid Program. 

16.2 Submit masterfile documents and cost reports in accordance with the provisionsof sections 30 and 32 of 
these Principles. 

16.3 Maintain adequate financial and statistical records and make them available when requested for inspection 
by an authorized representative of the Department of Human Services, the state,or the Federal government. 

16.4 Assure that annual records are prepared in conformance with Generally Accepted Accounting Principles 
(GAAP),except where otherwise required. 

16.5 Assure that the construction of premises and programsof buildings and the maintenance and operation 
comply with all applicable health and safety standards. 

16.6 Submit, such data, statistics, schedules or other information which the Department requires in order to 
carry out its functions. Failure to supply the required documentation may resultin the Department imposingthe 
deficiency per diem rate described in Section152 of these Principles. 

20 ACCOUNTING REQUIREMENTS 

20.1 ACCOUNTING PRINCIPLES 
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basis, 

20.1 1 All financial and statistical reports shall be prepared in accordance with Generally Accepted 
Accounting Principles (GAAP), consistently applied, inunless these rules require specific variations 
such principles and Medicare Provider Reimbursement Regulations HIM15.  

20.12 The provider shall establish and maintain a financial management system which provides for 
adequate internal control assuring the accuracy of financial data, safeguardingof assets and operation 
efficiency. 

20.13 The provider shall report on an accrual unless it is a state or municipal institution that 
operates on a cash basis. The provider whose records are not maintained on anaccrualbasis shall 
develop accrual data forreports on the basisof an analysis of the available documentation. The 
provider shall retain all such documentation for audit purposes. . 

21 PROCUREMENT STANDARDS 

2 1.1 Providers shall establish and maintain a code of standards to govern the performanceof its employees 
engaged in purchasing Capital Assets. Such standards shall provide, and providers shall implementto the 
maximum extent practical, open and free competition among vendors. Providers are encouraged to participate 
in group purchasing plans when feasible. 

2 1.2 If a provider pays more than a competitive bid for a Capital Asset an amount over the lower bid which 
cannot be demonstrated tobe a reasonable and necessary expenditureisitan unallowable cost.In situations not 
competitively bid, providers must actas a prudent buyeras referenced in Subsection 24.2in these principles. 
See cost to related organizations Section 24.9. 

22 COST ALLOCATION PLANS AND CHANGESIN ACCOUNTING METHODS 

With respect to the allocationof costs to the nursing facility and within the nursing facility, the following rules 
shall apply: 

22.1 Providers that have costs allocated from related entities included as a partin their cost reports shall include 
of their cost report submission,summary  of the allocated costs, including a reconciliationa of the allocated 
costs to the entity's financial statements which must alsobe submitted with the Medicaid cost report. In the 
case of a home office, related management company, or real estate management company,this would include a 
completed Home Office Cost Statement which show the costs thatare removed which are unallowable. The 
provider shall submit this reconciliation with the Medicaid cost report.theIfnursing facilityis a Medicare 
provider, the Medicare Home Office Cost report maybe used toidentifythe unallowable costs that are removed, 

is completed in sufficient detailto allow the Department to makeif the Medicare Home Office Cost report its 
findings. 

22.2 No changein accounting methodsor basis of cost allocation maybe made without prior written approval 
of the Bureau of Medical Services. 
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shall 

22.3 Any application for achangein accounting methodor basis of cost allocation, whichhas an effect on the 
amount of allowable costsor computation of the per diem rateof payment, shall bemade within thefirst 90 
days of the reporting year. The application shall specify: 

22.3 1 the natureof the change; 

22.32 the reason for the change; 

22.33 the effectof the change on the per diem rate of payment; and 

22.34 the likely effect
of the changeon future rates of payment. 

22.4 The Departmentof Human Services shall review each application and within60 days of the receipt of the 
application approve, denyor propose modificationof the requested change. If no actionis taken within the 
specified period, the application willbe deemed to have been approved. . 
22.5 Each provider shall notify the Departmentof Human Servicesof changes in statistical allocationsor record 
keeping required by the Medicare Intermediary. 

22.6 The capital component (any element ofof fixed cost thatis included in the price charged by a supplier 
goods or services) of purchased goodsor services, suchas plant operation and maintenance, utilities, dietary, 
laundry, housekeeping, and all others, whether be considered as costsor not acquired from a related party, shall 
for the particular goodor service and not classifiedas Property and Related costs (fixed costs)of the nursing 
facility. 

22.7 Costs allocated to the nursing facility shall be reasonable and necessary,as determined by the Maine 
Department of Human Services pursuant to these rules. 

22.8 It is the dutyof the provider to notify 5 days of any change in its customarythe Division of Audit within 
charges to the general public.A rate schedule may be submittedto the Department by the nursing facility to 
satisfy this requirementif the schedule allows the Department the ability to determine with certainty the charge 
structure of the nursing facility. 

22.9 All year end accruals must be paid by the facility within six(6)months after the endof the fiscal year in 
which the amountsare accrued. If the accruals are not paid within such time, these amounts will be deducted 
from allowable costs incurred in the first field or desk audit conducted following thatsix month period. 

22.10 The unitof output for cost finding shall be the costsof routine servicesper resident day. The same cost 
finding method shall be used for all long-term care facilities. Total allowable costs be divided by the 
actual days of careto determine the cost per bed day. Total allowablecosts shall be allocated basedon the 
occupancy data reported and the following statistical bases: 

22.10.1 Nursing Salaries. Services provided and hoursof nursing care by licensed personnel and other 

nursing staff. 

22.10.2 Other Nursing Costs. Nursing salaries cost allocations. 

22.10.3 Plant operation and maintenance. Square feet serviced. 

22.10.4 Housekeeping. Square feet serviced. 

22.10.5 Laundry. Resident days, or pounds of laundry whicheveris most appropriate. 
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Approval  Effective  

effect  

be 

to 

for 

Date:  

22.10.6 Dietary. Number of meals served. 

22.10.7 General and Administrative and Financial and Other Expenses. Total accumulated costs not 

including General and Administrative and Financial Expense. 


23 ALLOWABILITYOF COST 

23.1 If these principles do not set forth a determination is allowable or sufficientlyof whether or not a cost 
define a term used reference will be made first, to the Medicare Provider Reimbursement Manual (HIM- 15) 
guidelines followed by the Internal Revenue Service Guidelines in the time of such determination if theat 
HIM-15 is silenton the issues. 

24 COST RELATED TORESIDENT CARE . 
24.1 Principle. Federal law requires that payment for long term care facility services provided under Medicaid 
shall be provided through the use of rates which are reasonable and adequateto meet costs which must be 
incurred by efficiently and economically operated facilities in order to provide care and servicesin conformity 
with applicable State and Federal laws, regulations, and quality and safety standards. Costs incurred by 
efficiently and economically operated facilities include costs which are reasonable, necessary and related to 
resident care, subject to principles relating to specific itemsof revenue and cost. 

1 24.2 Costs must be ordinary and necessary and related to resident care. They must be of the nature and 
magnitude that prudent and cost conscious management would pay for a specific item or service. 

24.3 Costs must not of the type conceived for the purposeof circumventing the regulations. Such costs will 
be disallowed under Section 26. 

24.4 Costs that relateto inefficient, unnecessaryorluxurious care or unnecessaryor luxurious facilitiesor to 
activities not common and accepted in the nursing home field are not allowable. 

1 	 24.5 Compensation to be allowable must be reasonable and for services that are necessary and related resident 
care and pertinent to the operation of the facility. The services must actuallybe performed and must be paid in 
full. The compensation must be reported to all appropriate state and federaltax authorities to the extent 
required by law for income tax, social security, and unemployment insurance purposes. 

24.6 Costs which mustbe incurred to comply with changes in federal or state laws and regulations and not 
specified in these regulations for increased care and improved facilities which become effective subsequentto 

I
1 	 December 3 1,1998 are be considered reasonable and necessary costs. These costs willbe reimbursed as a 

fixed cost untilthe Department calculates the Statewide peer group mean cost of compliance from the facility's 
fiscal year data following the fiscal year the cost was originally incurred. Following the second fiscal year the 
facility willbe reimbursed the statewide average cost of compliance. The statewide average costthis 
regulation/lawwill be built into the appropriate cost component in subsequent years. 

i 	 24.7 Costs incurred for resident services that are rendered in common to Medicaid residents as well as to non
is a specific allocation defined elsewhere in 

these Principles. 

official 
. > -1. 
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24.8 Lower of Cost or Charges.In no case may payment exceed the facility's customary charges to the general 
public forthe lowest semi-private room rate in the nursing facility. These charges be billed to private pay 
residents during the operating period they are incurred. 

24.9 Cost to Related Organizations Principle. Costs applicable to services, facilities, and supplies furnishedto 
the provider by organizations related to the provider by common ownershipor control are includable in the 
allowable costsof the provider at the costto the related organization. However, suchcosts must not exceedthe 
price of comparable services, facilities,or supplies that could be purchased elsewhere. Providers should 
reference Section 2 1 ofthese Principles. 

25 UPPER PAYMENT LIMITS . 
25.1 Aggregate payments to nursing facilities pursuant to these rules may not exceed the limits established for 
such paymentsin 42 CFR. 5447.272, using Medicare principles of reimbursement. 

25.2 If the Divisionof Audit projects that Medicaid payments to nursing facilities in the aggregate will exceed 
the Medicare upper limit, the Divisionof Audit shall limit some or of the paymentsto providers to the level 
that would reduce the aggregate payments as set forth in subsectionto the Medicare upper limit 25.4. 

25.3 In computing the projections that Medicaid payments in the aggregate are within the Medicare Upper 
Limit, any facility exceeding112% of the State mean allowable routineserv ice  costs, maybe notified that 
additional informationis required to determine allowable costs under the Medicare Principlesof 
Reimbursement including any exceptionsas stated in 42 CFR41 3.30(f). This information may be requested 
within 30 days of the effective dateof these regulations, and thereafter, at the time the interim rates are set. 

25.4 Facility Rate Limitationsif Aggregate Limit is Exceeded. If the Departmentprojects that the Medicaid 
payments to nursing homes in the aggregate exceed the Medicare upper limit, the Department shall limit 
payments to those facilities whose projected Medicaid payments exceed what would have been paid using 
Medicare Principlesof Reimbursement. The Department will notify the facilities when the Department projects 
that the Medicaid payments to nursing homes in the aggregate exceed the Medicare upper limit and that the 
Department must limit payments to those facilitiesto the level that would reduce the aggregate payments to the 
Medicare upper limit. 

26 SUBSTANCE OVER FORM 

The cost effectof transactions that have the effect be adjusted by theof circumventing these rules may 
Department onthe principle that the substance of the transaction shall prevail over the form. 

27 RECORD KEEPING AND RETENTIONOF RECORDS 


27.1 Each provider must maintain complete documentation, including accurate financial and statistical records, 

to substantiate the data reported on the cost report, and must, upon request, make these records available to the 

Department, or the U.S. Department of Health andHuman Services, andthe authorized representativesof either 

agency. 
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27.2 Complete documentation means clear evidence of all of the financial transactions ofthe provider and 
affiliated entities, including but not limited to census data, ledgers,books, invoices, bank statements, canceled 
checks, payroll records, copiesof governmental filings, time records, time cards, purchase requisitions, purchase 
orders, inventory records, basisof apportioning costs, mattersof provider ownership and organization, resident 
service charge schedule and amounts of income receivedby service, or any other record which is necessary to 
provide the Commissioner with the highest degree of confidencein the reliabilityof the claim for 
reimbursement. For purposes of this definition, affiliated entities shall extend to realty, management and other 
entities for which any reimbursement or not they fall within theis directly or indirectly claimed whether 
definitionof related parties. 

27.3 The provider shall maintain all such records for at three years from the dateof filing, or the date upon 
the which the fiscal and statistical records were to be filed, whicheveris the later. The Divisionof A d i t  shall 
keep all cost reports, supporting documentation submitted by the provider, correspondence, workpapers and 
other analysis supporting audits for a periodof three years. In the eventof litigation or appeal involving rates 
established under these regulations, the provider and Division of Audit shall retain all records whichare in any 
way related to such legal proceeding until the proceeding has terminated and any applicable appeal period has 
lapsed. 

27.4 When the Departmentof Human Services determines that a provideris not maintaining recordsas outlined 
above for the determination of justof reasonable cost under the program, the Department, upon determination 
cause, shall send a written noticeto the provider that inthirty days the Department intends to reduce payments, 
unless otherwise specified, to a90% level of reimbursement as set forthis Section 152of these Principles. The 
notice shall contain an explanation the deficiencies. Payments shall remain reduced untilthe Department is 
assured that adequate records are maintained, at which time reimbursement will be reinstated atfull rate 
from that time forward.If, upon appeal,the provider documents that there was notjust cause for the reduction 
in payment, all withheld amounts will be restoredto the provider. 

30 FINANCIAL REPORTING 

3 1 MASTER FILE 

The following documents concerning to the Provider, will bethe provider or, where relevant, any entity related 
submitted to the Department at the time that the cost report is filed. Such documents be updated to reflect 
any changes on a yearly basis with the filingof a cost report. Such documents be used to establish a Master 
file for each facility in the Maine Medicaid program: 

of incorporation and bylaws, of partnership agreements31.1 Copies of the articles of any provideror any entity 
related to the provider; 
31.2 Chart of accounts and procedures manual, including procurement standards established pursuant to Section 
21; 

3 1.3 Plant layout; 

31.4 Termsof capital stock and bond issues; 
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31.5 Copies of long-term contracts, including but not limitedto leases, pension plans,profit sharing and bonus 
agreements; 

3 1.6 Schedules for amortization of long-term debt and depreciation of plant assets; 

31.7 S u m m a r y  of accounting principles, cost allocation plans, and step-down statistics by the provider; 

3 1.8 Related party information on affiliations, and contractual arrangements; 

3 1.9 Tax returns of the nursing facility; and 

3 1.10 Any other documentation requested by the Department for purposesof establishing a rateor conducting 
an audit. 

If anyof the items listedin Subsections 3 1.1 - 3 1.10 are not submitted in a timely fashionthe Department may 
impose the deficiency per diem rate described in Sectionof these Principles. 

32 UNIFORM COST REPORTS 

32.1 All long-term care facilities are required to submit cost reportsas prescribed hereinto the State of Maine 
Department of Human Services, Divisionof Audit, State House Station 11, Augusta, ME,04333. Such cost 
reports shallbe based on the fiscal yearof the facility. If a nursing facility determines from the as filed cost 
report that the nursing facility owes moneys to the Department of Services, a check equalto 50% of the 
amount owed to the Department will accompany the cost report. If a checkis not received with the cost report 
the Department may elect to offset the current payments to the facility until the entire is collected from 
the provider. 

32.2 Forms. Annual report forms shallbe provided or approved for use by long-term care facilities in the State 
of Maine by the Department of HumanServices. 

I 32.3 Each long-term care facility in Maine must submit an annual cost report within five monthsof the endof 
each fiscal year on forms prescribed by care facility canthe Division of Audit. If available, the long-term 
submit a copyof the cost report on a computer disk. The inclusive of the reporting year shallbe the 12 
month periodof each provider's fiscal year, unless advance authorizationto submit areport for a lesser period 
has been granted by the Director the Division of Audit. Failure to submit a cost reportin the time prescribed 
above may resultin the Department imposing the deficiency per diem rate describedin Section 152. 

32.4 Certification by operator. The cost report isbetocertified by the owner and administratorof the facility. 
If the return is prepared by someone other than the facility, the preparer mustalso sign the report. 

32.5 The original and one copy of the cost report be submitted to the Divisionof Audit. All documents 
must bear original signatures. 

32.6 The following supporting documentationis required tobe submitted with the cost report: 
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32.61 Financial statements, 

32.62 Most recently filed Medicare Cost Report
(if a participant in the Medicare Program), 
32.63 Reconciliation of the financial statements to the cost report.

I 32.64 Any other financial information requested by the Department. 

32.7 Cents are omitted in the preparation to properly reflectof all schedules except when inclusion is required 
per diem costsor rates. 

33 ADEQUACY AND TIMELINESS OF FILING 

33.1 The cost report and financial statements for each facility shall be filed not later thanfive months after the 
fiscal year end of the provider. When a provider fails to file an acceptable cost report by due date, the 
Department may send the provider a notice by certified mail, return receipt requested, advising the provider that 
all paymentsare suspended on receiptof the notice until an acceptable cost reportis filed. Reimbursement will 
then be reinstated at thefill rate from that time forward but, reimbursement for the suspension period shall be 
made at the deficiency of 90%. 

33.2 The Divisionof Audit may reject any filing which does not comply with these regulations.In such case, 
the report shallbe deemed not filed, until refiled and in compliance. 

33.3 Extensions to the filing deadline will only be granted under the regulations stated in the Medicare Provider 
Reimbursement Manual (HIM-15) .  

34 REVIEW OF COST REPORTSBY THE DIVISIONOF AUDIT 

34.1 Uniform Desk Review 

34.1 1 The Division of Audit shall perform a uniform desk review on each cost report submitted. 

34.12 The uniform desk review isan analysis of the provider's cost report to determine the adequacy and 
completeness of the report, accuracy and reasonableness of the data recorded thereon, allowable costs and a 
summary  of the resultsof the review. The Division of audit will schedule an on-site or will prepare a 
settlement based on the findings determined by the uniform desk review. 

34.13 Uniform desk reviews shall be completed within180 days after receiptof an acceptable cost report 
filing, including financial statements and other information requestedfrom the provider exceptin unusual 
situations, including but not limited to, delays in obtaining necessary information froma provider. 

34.14 Unless the Division of Audit intends to schedulean on-site audit,it shall issue a written summary 
report of its findings and adjustments upon completion of the uniform desk review. 

34.2 On-site Audit 
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